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March  —  1999 


1-877-ASK-PERB 

(1-877-275-7372) 


Now  you  can  contact  the  Public  Employees  Retirement  Board  (PERB) 
without  cost  from  anywhere  in  the  United  States  or  Canada.  We  have  a  toll 
free  telephone  number  for  your  convenience.  The  number  is  1-877-ASK- 
PERB. 

The  cheerful  receptionist  who  normally  answers  your  call  is  Doreen.  She 
will  be  happy  to  direct  your  call  to  the  appropriate  staff.  You  can  help  her 
with  a  little  planning.  Take  a  minute  to  look  over  the  directory  on  page  2. 
This  directory  will  help  identify  the  person  who  can  answer  your  questions. 
We  want  to  transfer  your  call  with  minimum  delay. 


Year  2000 

You  have  probably  heard  the  term  ■'Y2K".  The  year  2000  (Y2K)  issue  refers 
to  the  fact  that  many  computer  programs  use  only  the  last  two  digits  to  refer 
to  a  year.  Therefore,  both  1 900  and  2000  would  be  referred  to  as  "00".  We 
must  adjust  our  computer  programs  to  recognize  the  difference  between 
those  two  dates  or  the  programs  may  fail  or  create  errors. 

The  Board  is  taking  this  issue  seriously.  Our  active  member  system  is  fully 
Y2K  compliant.  Our  retiree  member  system  will  be  Y2K  compliant  by  April 
1 999.  However,  we  have  no  control  over  the  systems  of 
other  agencies  and  companies  with  which  we  do  busi- 
ness. 

You  can  be  assured  the  year  2000  date  change  will  not 
affect  vour  retirement  accounts. 


Official  publication  of  the 
Public  Employees' 
Retirement  Board 

Marc  Racicot,  Governor 

Public  Employees' 
Retirement  Board 

Terry  Teichrow, 
President 

Carol  Carey, 
Vice-President 

Robert  Griffith 

Carol  Lambert 

Troy  W,  McGee 

Jean  Thompson 

Mike  O'Connor 
Executive  Director 


PERB 

1712  NINTH  AVENUE 

PC  BOX  200131 

HELENA  MT  59620-0131 

(406)444-3154 

Should  any  information  in  this 
newsletter  conflict  with  statutes 
or  rules,  the  statutes  or  rules  will 
apply. 


Board  Works  to  Improve  Retirement  Systems 


Every  session,  the  Board  submits  a  house- 
keeping bill  to  the  Legislature.  The  intent  is  to 
refine  the  retirement  systems  and  make  the 
laws  easier  to  understand.  The  1999  house- 
keeping bill  is  HB  1 82,  sponsored  by  Repre- 
sentative Chris  Ahner.  It  has  something  for 
everyone. 

HB  1 82  will  allow  you  to  designate  a  charita- 
ble organization  or  a  trust  as  your  beneficiary. 
Beneficiaries  previously  were  limited  to 
natural  living  persons.  Many  members  set  up 
a  trust  in  their  personal  will,  but  could  not 
designate  the  trust  as  a  beneficiary  for  their 
retirement  system  benefits.  This  change  will 
give  members  of  all  systems  and  other  partici- 
pants more  flexibility. 

The  PERS  provides  death  benefits  to  a  mem- 
ber's beneficiary.  An  active  vested  member's 
beneficiary  could  choose  to  receive  a  survi- 
vorship benefit  or  a  lump  sum  payment.  The 
survivorship  benefit  is  a  monthly  benefit.  The 
PERS  pays  it  to  the  beneficiary  for  life.  The 
survivorship  benefit  was  not  available  to  the 
beneficiary  of  an  inactive  vested  member. 
This  bill  will  change  the  law,  allowing  the 
beneficiary  of  any  vested  member  to  choose 
between  the  lump  sum  payment  or  the  survi- 
vorship. 

When  circumstances  change,  judges,  sheriffs 
and  game  wardens  who  retire  with  Option  2  or 
3  may  desire  to  select  a  new  contingent  annu- 
itant. A  member  will  be  allowed  to  change 
contingent  annuitants  under  two  cir- 
cumstances: (1)  when  the  original  contingent 
annuitant  passes  away;  (2)  if  the  member 
divorces  the  original  contingent  annuitant  and 
the  contingent  annuitant  was  not  granted  the 


right  to  receive  the  optional  retirement  as  part 
of  the  divorce  settlement.  Members  may  also 
choose  a  new  option  or  convert  to  a  regular 
service  retirement  benefit.  Any  request  for  this 
adjustment  must  be  made  within  one  year  of 
the  divorce.  Until  now,  this  provision  was 
only  available  in  the  PERS. 

HB  1 82  also  clarifies  membership  criteria  {see 
PERS  Membership  Standards  Explained  on 

page  6.) 


Directory  of  PERB 
Contacts 

Benefit  Questions: 

Bernie 444-3953 

Kathy    444-3978 

Helen    444-5454 

Disability  Benefit  Questions: 

Ian 444-5444 

Payroll  and  Account  Balances: 

Mary 444-5458 

Jere 444-3147 

Leanne 444-5452 

Refund  Information: 

Linda  H 444-2953 

Family  Law  Orders: 

Keith 444-1387 
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IRS  Qualification 


The  tax  qualification  bill,  HB  1 19  sponsored  by 
Representative  Doug  Mood,  will  revise  the 
retirement  laws.  The  purpose  is  to  make  the  laws 
comply  with  the  Internal  Revenue  Codes.  Other- 
wise, the  IRS  will  tax  the  contributions  you  and 
your  employer  pay  to  the  retirement  system.  In 
addition,  the  IRS  would  also  tax  the  investment 
return.  This  legislation  applies  to  all  systems 
managed  by  the  Public  Employees'  Retirement 
Board. 

This  is  a  very  complex  issue  and  the  Board 
worked  with  a  firm  that  specializes  in  this  area  of 
IRS  law.  After  reviewing  our  retirement  laws 
with  specialized  tax  attorneys,  the  Board  decided 
some  laws  must  change.  The  changes  will  ensure 
our  laws  meet  IRS  requirements  and  the  systems 
will  maintain  their  qualified  plan  status.  Most 
changes  are  technical  and  will  not  affect  mem- 
bers. A  few  changes  will  affect  members,  but  the 
changes  generally  are  good. 

For  example,  HB  119  will  allow  employees  to 
purchase  service  on  a  pre-tax  basis.  If  you  buy 
service  on  an  installment  plan,  your  employer 
may  withhold  and  pay  the  contributions.  The 
employer  withholds  the  contributions  on  a  pre- 
tax basis.  This  will  mean  a  savings  for  members 


who  buy  service  on  installment  contracts.  Install- 
ment contracts  may  not  be  less  than  three  months 
nor  longer  than  five  years.  Employees  will  be 
required  to  sign  an  irrevocable  election  to  take 
advantage  of  this  provision. 

HB  1 19  will  let  you  rollover  money  from  another 
account  to  your  retirement  account  to  purchase 
service.  This  will  mean  a  savings  for  most  mem- 
bers because  they  can  buy  service  with  pre-taxed 
money.  Some  restrictions  do  apply.  The  money 
must  come  from  an  Individual  Retirement  Ac- 
count (IRA)  or  a  qualified  retirement  plan.  Also, 
you  may  only  transfer  the  amount  needed  to  buy 
the  service. 

The  refund  process  will  also  change.  For  exam- 
ple, if  a  nonvested  member  has  a  small  account 
balance,  when  the  member  quits  the  Board  can 
automatically  refund  the  account.  Overall  the 
changes  will  not  affect  most  members.  These  and 
other  changes  will  ensure  our  retirement  systems 
retain  their  qualified  plan  status. 

The  Board  will  file  an  application  for  determina- 
tion of  qualification  with  the  IRS  on  March  5, 
1999. 


PERS  Membership  Fees 

Since  the  system  began,  PERS  has  charged  $1.00  per  year  for  each  PERS  member.  The  Board 
requested  legislation  to  eliminate  this  fee.  SB  5  is  sponsored  by  Senator  Jon  Tester. 

The  PERS  is  the  only  system  managed  by  the  Board  that  charges  the  fee.  The  fee  was  intended  to 
pay  administrative  expenses.  However,  the  cost  of  collection  leaves  very  little  for  administrative 
expenses. 

Repealing  this  fee  will  create  consistency  across  all  systems  managed  by  the  Board.  It  will  also 

decrease  expenditures  from  the  State  general  fund  and  local  government  fijnds. 
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PERS  Defined  Contribution  Plan 


The  Legislature's  Committee  on  Public  Em- 
ployee Retirement  Systems  (CPERS)  re- 
quested a  retirement  plan  that  will  be  optional 
for  PERS  members.  Representative  Matt 
Brainard  is  sponsoring  HB  79  for  the  CPERS 
committee.  The  plan  is  a  defined  contribution 
(DC)  retirement  plan.  As  you  know,  the  cur- 
rent PERS  plan  is  a  defmed  benefit  (DB)  plan. 
Many  of  you  are  already  aware  of  some  new 
plan  provisions.  But  we  ask  that  you  be  pa- 
tient. If  HB  79  passes,  implementing  the  plan 
will  take  about  three  years. 

If  HB  79  passes,  every  PERS  member  will 
have  the  opportunity  to  switch  to  the  new 
plan.  However,  before  you  make  that  choice, 
you  must  receive  extensive  training.  We  must 
make  sure  you  thoroughly  understand  both 
systems.  Otherwise,  you  cannot  choose  the 
best  retirement  plan  for  you. 

Last  year  we  published  a  newsletter  discussing 
the  differences  between  these  types  of  plans. 
Briefly,  some  differences  are  as  follows.  In  the 
DB  plan,  you  get  a  guaranteed  benefit  for  life 


based  on  years  of  service  and  salary.  In  the 
DC  plan,  you  get  a  benefit  based  on  the  contri- 
butions and  interest  earnings  in  your  account. 
In  the  DB  plan  only  your  contributions  are 
credited  to  your  account.  In  the  DC  plan  you 
will  also  receive  part  of  the  employer's 
contributions.  In  either  system,  when  you  take 
a  refund,  you  will  receive  only  the  balance  in 
your  account. 

Currently  the  Board  of  Investments  invests  the 
PERS  trust  flind.  For  the  DC  plan,  we  will 
contract  with  a  vendor  to  allow  you  to  invest 
your  money.  The  new  system  will  allow  you 
to  choose  one  or  more  investment  choices.  It 
will  give  you  some  responsibility  for  your 
investments.  The  amount  of  your  retirement 
benefit  will  depend  on  your  success  as  an 
investor. 

At  this  time,  the  new  DC  plan  will  not  provide 
disability  or  death  benefits.  Your  account 
balance  is  what  will  be  available  to  you  or 
your  beneficiaries. 


Frequently  Asked  Questions  (FAQ'S) 


To  serve  you  better,  we  have  prepared  a  few 
FAQ'S  for  your  review.  If  you  can  think  of 
more,  please  feel  free  to  contact  us  with  sug- 
gestions. 

1)7  have  terminated  my  employment  and  want 
to  withdraw  my  money.  Why  does  my  spouse 
need  to  sign  the  refund  application?  Why  does 
it  take  so  long? 

Your  retirement  account  is  an  asset  in  which 
your  spouse  also  has  an  interest.  The  require- 
ment of  a  spouse's  signature  ensures  that  your 
spouse  is  in  agreement  with  the  refund  and/or 
rollover. 


The  processing  of  your  refund  is  not  auto- 
matic. It  takes  6-8  weeks  after  you  receive 
your  last  payroll  check.  Assume  you  receive 
your  last  check  on  February  10.  This  means 
you  will  be  reported  on  your  employer's 
February  payroll.  This  payroll  may  not  be 
received  in  our  office  until  about  March  15. 
Balancing  the  payroll  and  updating  the  system 
take  a  little  time.  Your  refund  should  be  pro- 
cessed at  the  end  of  March  —  assuming  all  of 
the  forms  have  been  submitted  and  properly 
completed. 

Contributions  may  be  sent  directly  to  you  or 
rolled  into  another  qualified  plan  or  IRA.  If 
you  have  any  taxed  contributions,  they  will  be 


Public  Employees '  Retirement  Board 


returned  to  you  while  the  non-taxed  portion  of 
your  account  will  be  rolled-over.  A  refund 
application  will  provide  complete  information. 
Refund  applications  are  available  from  your 
payroll  clerk. 

You  will  receive  a  1 099R  tax  form  after  we 
process  your  refiind.  Keep  this  form.  You  will 
not  receive  another  1099R  at  the  end  of  the 
year. 

2)  /  have  a  serious  illness  and  may  need  to 
terminate  my  employment.  Am  I  eligible  to 
receive  early  retirement?  What  about  a  dis- 
ability retirement,  what  are  the  requirements? 
How  do  I  apply  for  disability  retirement? 

If  you  have  over  five  years  of  service,  you  are 
eligible  to  apply  for  a  disability  retirement. 
Members  in  need  of  disability  estimates  need 
to  contact  Ian  Steel,  Disability  Examiner,  at 
444-5444.  Mr.  Steel  will  determine  eligibility 
for  disability  and  provide  you  with  the  re- 
quired application.  Your  employer  must 
complete  a  statement  describing  the  essential 
elements  of  your  position.  Your  employer 
must  also  verify  information  concerning  what 
accommodations  were  requested,  pro- 
vided and  successful.  Your  physicians 
must  complete  physician's  state- 
ments. All  forms  must  be  completed  and 
medical  records  from  the  onset  of  your  condi- 
tion (or  for  the  last  3  years)  must  be  forwarded 
to  our  office.  Any  cost  to  provide  medical 
documentation  is  your  responsibility.  If  you 
are  a  member  of  another  system  and  have  a 
duty-related  illness  or  injury,  you  may  be 
eligible  for  a  disability  retirement,  even  if  you 
have  less  than  five  years  of  service. 

3)  /  hear  other  people  talking  about  buying 
service  for  retirement.  How  can  I  do  this? 

Many  people  work  for  a  public  agency  and 
when  they  terminate,  they  apply  to  receive  a 
refund  of  this  service.  If  a  member  had  previ- 
ous employment  that  has  been  refunded,  they 
can  repay  the  amount  withdrawn  plus  interest 


and  gain  the  service  again  for  retirement 
credit.  If  a  member  of  the  Sheriffs'  Retirement 
System  (SRS)  had  a  previous  refund  from  the 
Public  Employees'  Retirement  System 
(PERS),  they  can  also  qualify  the  PERS  ser- 
vice into  the  SRS  by  paying  the  actuarial  cost 
required.  With  seven  different  retirement 
systems,  there  are  many  scenarios  possible.  If 
you  worked  before  retirement  was  withheld, 
you  may  also  qualify  this  previous  service.  If 
you  have  worked  in  another  state,  you  may  be 
able  to  purchase  service  from  that  state. 

All  active  members  have  the  right  to  qualify 
active  military  service 
for  retirement  pur- 
poses. The  cost  of 
this  type  of 
qualification  is 
based  on  the 
actuarial 
rates 

required  to 
fund 
the 


service  purchase  in  each  system.  Some  sys- 
tems require  at  least  ten  years  of  service  prior 
to  reaching  eligibility  while  others  require  15 
years.  A  copy  of  your  DD  214  is  required  and 
individual  requirements  must  be  met. 

"One  for  Five"  service  is  available  to  all. 
Under  this  program  you  can  purchase  one  year 
of  additional  service  for  every  five  years  of 
service  credit  you  have. 

A  written  request  is  required  to  initiate  the 
cost  statements.  The  request  should  include  as 
much  information  as  possible  and  include 
your  home  address  and  social  security  num- 
ber. 
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PERS  Membership  Standards  Explained 


HB  1 82,  sponsored  by  Representative  Chris 
Ahner  clarifies  PERS  membership  standards, 
especially  for  retirees  and  part-time  employ- 
ees. These  standards,  generally  in  the  law 
now,  need  to  be  repeated. 

Break  in  Service 

A  30  da>  break  in  service  and  the  receipt  of 
one  retirement  benefit  payment  is  required 
before  a  retired  PERS  member  returns  to 
PERS  covered  employment.  An  active  mem- 
ber is  not  a  retired  member  until  they  receive 
this  first  benefit  payment. 

If  the  break  is  less  than  30  days,  the  member 
is  still  considered  an  active  member.  This 
active  member  will  then  continue  to  pay 
PERS  contributions  when  they  return  to  work. 
This  important  provision,  now  in  the  statutes, 
is  difficult  to  understand  as  currently  written. 

Optional  Members 

Another  source  of  confiision  in  current  law  is 
part  time  service,  or  service  less  than  960 
hours  per  year  in  a  PERS  position.  Member- 
ship is  mandatory  if  an  employee  works  more 
than  960  hours.  HB  182  clarifies  that  the  960 
hour  limit  is  cumulative  if  you  work  for  more 
than  one  employer.  For  example  if  you  work 
part-time  for  two  employers,  you  must  be  a 
member  if  your  total  hours  with  both  employ- 
ers add  up  to  more  than  960. 

An  employee  who  works  less  than  960  hours 
can  choose  whether  they  want  to  be  a  member 
of  PERS.  An  employee  who  has  a  choice  must 
sign  a  written  waiver  to  decline  membership. 
The  employer  must  keep  the  waiver  on  file. 

An  employee  who  declines  membership  must 
become  a  member  when  they  exceed  960 
hours  during  any  fiscal  year.  HB  182  clarifies 
that  an  employee  still  working  less  than  960 
hours  per  year,  who  previously  declined 
membership  can  not  later  choose  to  join  PERS 

STATE  DOCUMENTS  COLLECTION 


unless  they  have  a  30  day  break  in  employ- 
ment. 

Continuing  Membership 

Once  you  are  a  member,  your  membership 
continues  until  you  withdraw  all  your  money 
from  the  system.  Inactive  members  or  retired 
members  are  still  members.  Members  do  not 
get  an  option  to  decline  membership,  even  if 
they  work  in  a  part-time  position  that  would 
otherwise  allow  the  option.  For  example,  in 
the  following  situations,  membership  is  not 
optional: 

•  An  active  member  accepts  a  position 
which  provides  less  than  960  hours 
per  year.  The  member  remains  an 
active  member. 

•  An  inactive  member  accepts  a  position 
which  provides  less  than  960  hours 
per  year.  The  member  becomes  an 
active  member. 

•  A  retired  member  accepts  a  position 
which  provides  less  than  960  hours 
per  year.  Until  age  70'/2,  retired  mem- 
bers are  limited  in  the  hours  they  can 
work  before  they  become  active  mem- 
bers. 

•  A  member  who  is  re-elected  to  another 
term  must  remain  a  member.  The 
member  is  not  eligible  to  receive  a 
new  membership  choice  or  have  the 
option  to  decline  membership. 


Reminder 

If  your  family  circumstances  change  be 
sure  to  change  the  beneficiary  on  your 
retirement  account. 
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